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Abstract: The decision usefulness of financial statements depends on their ability to satisfy the fundamental
and enhancing qualitative characteristics of relevance, faithful representation, neutrality, understandability,
completeness, reliability and timeliness. To be relevant, financial statements should provide financial and nonfinancial information needed by providers of all variants of capital to make decisions. From the literature, the
current financial statements satisfy only the information needs of financial capital providers hence a need for a
review of the existing practices to find out how the stakeholders information needs can be met beyond financial
performance which is the thrust of this paper. Using the ex-post facto research design of reviewing related
secondary data in some published reports and validating revealed practices with a survey, this study found that
few entities that voluntarily disclose non-financial information enhanced their legitimacy and acceptability by
their host communities. Since the inclusion of non-financial information in financial statements is not mandatory
in Nigeria, the attribute of relevance is impaired calling to question their completeness, neutrality, credibility
and decision usefulness. This study supports the view that, in the interdependent environment of business, value
is created by all capitals (manufactured capital, intellectual capital, human capital, environmental capital,
financial capital and social and relationship capital). Pursuant to this, the resultant financial reports should
reflect all stakeholders’ information needs both to enhance their legitimacy and to justify their resource
dependence. The study therefore recommends the mandatory adoption of Integrated Report which will contain
all financial and non-financial reports.
Keywords: Integrated Report, Non-financial Information, Relevance, Resource Dependence, Variants of
Capital.

1.0 Introduction
The nature and purpose of financial reporting are conventionally defined by law and standards. In
Nigeria, Sections 334 (1) and 335 of the Companies and Allied Matters Act (CAMA), LFN 2004(as amended)
and Section 8(1) of the Financial Reporting Council of Nigeria (FRCN) Act no. 6, 2011 respectively require
boards of directors of all listed entities to prepare audited financial statements in line with applicable standards,
as part of their stewardship reports, which would be presented to shareholders at Annual General Meeting.
Also, as part of the listing conditions on the Nigerian Stock Exchange, Section 60 of the Investment
and Securities Act (ISA), 2007 requires intending companies to file with the Securities and Exchange
Commission, on periodic or annual basis, audited financial statements. The goal of the requirements, according
to the Act, is to sustain investors’ confidence in such reports as well as the capital market which provides the
framework for investible funds.
The 2011 joint Conceptual Framework by Financial Accounting Standards Board (FASB) and
International Accounting Standards Board (IASB) states that such financial statements should satisfy some
fundamental and enhancing characteristics to be regarded as true and fair. These characteristics are relevance,
presentational faithfulness, neutrality, comparability, verifiability, completeness, timeliness and
understandability. Financial statements prepared in conformity with these benchmarks will elicit the confidence
of a broad spectrum of users, reassure investors and other users and provide them with predictive and
confirmatory financial information (IASB, 2011; McDaniel, Martin & Maines, 2002; and Van Beest, Braam and
Boelens, 2009). Increased confidence in these high quality financial statements are expected to positively impact
the cost of capital and stimulate more investment activities in the economy.
The thrust of the general purpose financial statements is to provide information on the financial
position and financial performance of an entity (Brouwer, Faramarzi & Hoogendoorn, 2014; IASB, 2011). A
review of any corporate entity’s published financial statements will reflect its financial transactions and their
impact on shareholders’ funds during the period it covers. This is because, the ultimate goal of the board is
maximization of shareholders’ wealth reflected in the growth of the organisation’s net worth. Such reports are
skewed in favour of financial capital providers creating the false and misleading impression that organisations
only operate with financial capital.

www.ijlemr.com

94 | Page

International Journal of Latest Engineering and Management Research (IJLEMR)
ISSN: 2455-4847
www.ijlemr.com || Volume 04 - Issue 02 || February 2019 || PP. 94-108
The world of business is changing very rapidly and so are the value creating activities of corporate
entities. As a result, the resources that an entity uses are now much more than its internal resources. To fill the
resource gap, the entity needs to obtain additional resources from the society. As the entity engages in value
creation, the nature and quantum of variants of capital employed may be increased, decreased, transformed or
completely used up {International Integrated Reporting Council (IIRC), 2013}. For instance, during the process
of value creation, wasting natural capital may be used up and the ecosystem degraded at great cost to society. If
the society shares in the entity’s financing costs in this manner, it is legitimate for it to desire to share in the
resultant benefits (Bhasin, 2017). In view of this, the entity’s business model should acknowledge the
connectivity between the internal and external factors as it strives to create value (Busco, Frigo, Quattrone and
Riccaboni, 2014). Given these dynamics and resource interdependence between the entity and its environment,
corporate reporting should also change to meet the needs of a wider stakeholder audience by providing financial
and non-financial information (Bhasin, 2017; Hertgers, 2016).
Globally, there is a dearth of resources as the population of the world, according to UNFPA (2017), is
expected to hit the 8.5billion mark in 2030. It was 7.5 billion in 2017. This grim situation is compounded by
high rate of deforestation, climate change and global warming caused in the main by the productive activities of
organizations for which they take little or no responsibility. Preserving the earth and its capacity to sustain
human lives has assumed the front burner in the United Nation’s development programme hence the launch of
the Sustainable Development Programmes (UN, 2015).
Prior to this launch, there have been several initiatives by various governments, as a collective, to
address this challenge- the Rio Declaration (1992), the Kyoto Protocol (1997), Millennium Summit (2000) and
the Johannesburg World Summit (2002). In 2015, the 2030 Agenda for Sustainable Development and its 17
Sustainable Development Goals (SDGs) were agreed at the New York Summit. The common strand in most of
these summits is the need to create awareness on how the activities of organizations impact everyone and
everything and the need to take urgent measures not only to get organisations to pay for and abate their
externalities but also to save the earth. As aggressive efforts were on to create the desired awareness about the
need for organisations to address the problem of environmental degradation, it became expedient that nations
should go beyond the numbers in financial reports of corporate entities and push for a reporting framework that
will provide relevant and all-inclusive information on how organizations are managed, how they do business,
their governance and values{International Integrated Reporting Council (IIRC),2011}.
In most jurisdictions, organisations create value through the interrelationships and interactions between
various capitals. Natural or environmental capital, manufactured capital, intellectual capital, human capital and
social and relationship capital collectively play crucial roles in value creation by business entities {(Institute of
Chartered Accountants in England and Wales(ICAEW), 2012; IIRC, 2013}. The non-reflection of the
contributions of these other capitals in the financial statements creates a problem of information expectation gap
between the corporate entities and their stakeholders.
In Nigeria, financial statements prepared by listed entities are general purpose financial reporting which
contain only financial information (Section 334 of CAMA, 2004). Although this practice complies with
standards and regulations, stakeholders now desire non-financial information beyond just financial performance.
Stakeholders of an entity that operates in the Niger Delta, for instance, cannot rely only on financial information
to determine its performance and sustainability. The non-financial information contained in environmental and
sustainability reports prepared by such an entity, may be crucial to its legitimacy and acceptance by the
community (Owolabi, 2009).
In response, the FRCN made the preparation and inclusion of corporate governance report in
stewardship report of boards mandatory (FRCN Act, 2011). However, this requirement deals only with how the
organisation is directed and controlled while no mention is made of the impact of the entity’s activities on the
environment. Non-financial information is as relevant to the process of decision making as financial information
because such information often provide insight into business strategies, its governance, risk, opportunities as
well as possible future sustainability of the company(IIRC, 2013).
In the context of financial reporting, relevance can be explained in terms of its impact on decision
making. Information is relevant if its availability will alter the decision of a user of financial statements. Such
material information should necessarily include financial and non-financial information to be complete. Citing
IASB (2011), Mackenzie, Coetsee, Njikizana, Chamboko and Colvas (2011) observed that,
“to be useful, information should be relevant to the decision-making needs of users. Information has
the quality of relevance when it influences the economic decisions of users by helping them evaluate
past, present or future events or confirming or correcting their past evaluation (p.13)”.
Since accounting numbers in financial statements prepared in Nigeria do not reflect, and are not
designed to capture, the level of degradation of the environment caused by productive activities, the non-
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financial information needs of stakeholders are not satisfied. The narrow shareholders’ wealth maximisation
objective, espoused by neoclassical economists over the years, diminishes the decision usefulness of financial
statements to other stakeholders or providers of other capitals in Nigeria. Therefore, it is “becoming increasingly
less fit for the purpose (Busco, Frigo, Quattrone & Riccaboni, 2013 p.34).” The problem, which this study wants
to provide solution, is how to satisfy the desire of stakeholders in Nigeria for non-financial information as this
can influence their (i.e., stakeholders) decision to invest or divest from an entity, patronise or boycott its
products, grant or deny it trade and long term credits, supply or deny it access to crucial raw materials. The
objective of this study therefore is to determine how to satisfy the desire by stakeholders in Nigeria for nonfinancial information by leveraging integrated reporting as a corporate reporting framework which encompasses
financial and non-financial information.
The principles-based International Financial Reporting Standards (IFRS) is the framework for financial
reporting in Nigeria. This was adopted in 2010 by the country. Accordingly, the a priori expectation of the study
is that respondents will have a negative perception of IFRS based financial statements and support the
proposition that an all-inclusive, concise and condense Integrated Report which contains both financial and nonfinancial information should be introduced. This will bring to the fore the urgent need for standard setters,
regulators and policy makers to revisit the subsisting IFRS Conceptual Framework, the thrust, content and
structure of its financial statements such that they are consolidated with other non-financial reports, existing in
various silos, to form an integrated report. The envisaged integrated report will satisfy the relevance and faithful
presentation qualitative characteristics of financial statements as well as improve their offerings and value
relevance in line with stakeholders’ theory. It will also demand mandatory disclosures of all relevant
information that can influence the economic decisions of all capital providers.
The remaining part of this study is segmented into four sections. The first section reviews the literature
while the second contains the methodology. The third section discusses the findings while the last section
contains the summary, conclusions and recommendations.

2.0 Literature Review
This section provides a conceptual review of the various key concepts as well as a discussion of the
theories underpinning this study.
2.1 Conceptual review
2.2 Stakeholder information needs
According to IIRC(2013, p. 33), stakeholders are
“those groups or individuals that can reasonably be expected to be significantly affected by an
organization’s business activities, outputs or outcomes, or whose actions canreasonably be expected to
significantly affect the ability of the organization to create value overtime”(p.33).
Stakeholders may include providers of financial capital, employees, customers, suppliers, trade
creditors, business partners, local communities, NGOs, environmental groups, legislators, regulators, providers
of other capitals and policy-makers. Thus, stakeholders are diverse and their information needs are as diverse as
their composition.
The current reporting framework cannot provide all the information required by stakeholders which can
be classified into two parts: financial and non-financial information. The general purpose financial statements,
which are stewardship reports of persons in fiduciary capacity, provide financial information on the assets,
liabilities and changes in the stock of wealth of the owners of the business, the shareholders.In line with
morality, regulation, standard and law, members of the board of directors as agents, are required to submit these
stewardship reports in the form of financial statements to their principals, at least once a year, at the annual
general meeting. Thus, the stakeholders’ need for credible and reliable financial information is satisfied.
However, there is little or no framework for the provision of non-financial information in financial
statements. Beyond the mandatory inclusion of corporate governance report, such financial statements do not
contain non-financial information on how the activities of the entities have impacted the environment or the
contributions of other variants of capital to the value creating process of the entity. In addition, they are largely
backward looking instead of offering forward-looking information about strategy, performance and risk (Busco
et al 2013). Stakeholders, including those in Nigeria, require both financial and non-financial information to
make optimum investment decisions. They desire to know how their entities are managed, their business model,
risk management strategy and how values will be created in the short, medium and long term.
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2.3 Financial Performance
The neoclassical economists view on the goal of business is profit maximisation and therefore, they
reasoned that the prime duty of board members is to strive to maximize the wealth of shareholders who are the
providers of financial capital. Pursuant to this, the board is empowered to borrow, acquire and use resources as
they consider fit in the overall interest of the enterprise. Rationality requires that the resultant financial
statements to be prepared by the board should reflect what it achieved within a given time period usually a year.
Thus, Financial statements, according to International Accounting Standards Committee Foundation (2010, p.
A293), are “a structured representation of the financial position and performance of an entity”. As evidence of
financial performance, financial statements are instruments of accountability with which stakeholders can hold
directors to account.
The financial performance of an entity can be discerned from its level of profitability, liquidity,
solvency, gearing, earnings per share and financial efficiency ratios of return on equity, asset turnover and return
on assets. When these performance indicators are favourable, the entity’s shareholders’ funds, ability to pay
dividends and its share prices will increase. These information, which can be computed from general purpose
financial statements, enable the entity’s diverse shareholders to make investment decisions (IASB, 2010).
2.4 Integrated Reporting
As conceptualized and driven by the International Integrated Reporting Committee (IIRC), Integrated
Reporting, is to bring together material information, including non-financial information, about an
organization’s strategy, governance, performance and prospects in a way that reflects the commercial, social and
environmental context within which it operates(IIRC, 2013). According to IFAC(2017) as cited by Bhasin
(2017, p18), “integrated reporting is the way to achieve a more coherent reporting system, fulfilling the need for
single report that provides a fuller picture of organisations’ ability to create value over time.”
The drive for integrated reports is to fill the gap in the subsisting financial reporting framework which
places greater, and near absolute, premium on meeting the information needs of financial capital providers.
Since accounting numbers in financial statements prepared in Nigeria do not reflect, and are not designed to
capture, the level of degradation of the environment caused by productive activities, the non-financial
information needs of stakeholders are not satisfied. While these financial information are key to investment
decision, stakeholders also need non-financial information to make optimal investment decisions. For instance,
what are the contributions of environmental and human capitals to the values created by the entity? Although
their contributions are largely and often positive, they are not reflected in the numbers in the financial
statements. Stakeholders who desire non-financial information are unwittingly denied access to material
information which will enhance their decision making processes. In addition to providing non-financial
information, integrated reporting will provide a clear and concise representation of how an organization
demonstrates stewardship and how it creates and sustains value in the 21st century thereby meeting the growing
information needs of its diverse stakeholders.
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Figure 1: components of Integrated Report
Source: Researchers, 2018
In Nigeria, some entities (e.g., Zenith Bank PLC and Lafarge Africa PLC) voluntarily prepare
environmental, social and sustainability reports in separate documents in an effort to address the unsatisfied
non-financial information needs of stakeholders. How to make this individual corporate practice a national norm
is the thrust of Integrated Reporting which is an initiative driven by critical thinking. It is about the short,
medium and long term future of the entity. It involves an organization critically looking at the relationships
between its six capitals(i.e., financial capital, manufactured capital, human capital, intellectual capital,
environmental capital and social and relationship capital), the introduction of a business model that will lead to
value creation over time (Busco et al, 2013, p.36; IIRC, 2013, p.2).
Bringing integrated thinking into the way businesses are done is the strategy for driving business
sustainability and integrated reporting and this will lead to more value creation and benefits. According to
Shepherd (2017) as cited by Bhasin (2017, p.21), “while much of the focus on IR has been on the needs of
external stakeholders, the needs for better internal decision making can be significantly improved through
utilizing the six capitals approach.” Thus, there are both internal external benefits to be derived if the six capital
approach that supports the provision of non-financial information is adopted.

3.0 Theoretical Review
The theories which underlie this study can be classified into two. The first set of theories explain the
problem of information asymmetry and conflicts of interests between the principals and Agents who they hired
to manage the entities for them. These agents are required by law and standard to prepare and present
stewardship reports in the form of financial statements, which meet the fundamental qualitative characteristics
of relevance and faithful representation, to their principals. These theories are the Shareholders’ Theory,
Stakeholders’ Theory, Principal/Agency Theory, Rationality Theory, Policeman’s Theory and Inspired
Confidence Theory. The second set of theories deal with the issue of resource utilisation by entities which create
challenges for people and environment in the form of externalities and degradation. These include the Theory of
the Tragedy of the Commons, Legitimacy theory, Sustainability theory and Resource Dependency theory.
For the purpose of this study, the resource dependence theory is adopted for several reasons. The
resources that entities use are often beyond its internal resources. They depend on the external environment for
additional resources. For instance, out of the six capitals with which an entity creates values (i.e., financial
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capital, manufactured capital, natural capital, intellectual capital, human capital, social and relationship
capitals), only two (i.e., financial capital, manufactured capital) are somewhat internal to it. The other four
capitals are externally sourced. In fact, financial capital can also be sourced externally if internal source proves
inadequate. Secondly, many stakeholders, who are not equity holders, are affected directly or indirectly by the
activities of the entity: employees, trade unions, the government, regulatory bodies and members of the public.
The interests of these people are crucial and should be part of the business model of the entity. Thirdly, the
economic activities of the entity create externalities which have negative impact on the society and the
environment. Except these are incorporated into the entity’s cost of doing business, the entity will prosper at the
expense of society and people’s welfare.
Developed by Pfeffer and Salancik, (1978), the Resource Dependence Theory holds that there exists
interdependencies between entities and their environments which create uncertainties for the continued
existence of the entities. For instance, the resources utilised by businesses are external to them: the raw
materials, the labour, financial credits, the market for finished products and the network of distributors are all
from outside the entity. These could cease to flow into the entities. Above all, the right to corporate existence
was conferred by a regulatory body outside the entity and can be withdrawn; and even their brand names are a
product of public perception of their products. In essence, the environment, based on trust, permits the entity to
utilize its resources for value creation. Since there exists a lot of uncertainties about the external environment, an
entity should adopt proactive strategies to ensure the continuity of its business. One such strategy is stakeholder
engagement. Managers of corporate entities should be accountable to such resource providers as a minimum
condition for continued business relation (IIRC, 2010).
Given that business entities owe their continued existence to outside stakeholders, therefore, they
should endeavour to build social and economic relations with them. Resource dependence theory simply
requires that the source of existence be well managed and catered for to sustain the entity. The entity should
actively engage and recompense the external stakeholders with physical infrastructure and other benefits that
will impact their welfare and also preserve their natural environment.
To continue to enjoy societal acceptability and justify its legitimacy, the entity is required to voluntarily
report how its activities affect the people and environment where it obtains its being and what it has done to
mitigate the negative impact. Such feedback and acceptance by the people will confer more legitimacy on the
entity (Owolabi, 2009). According to Suchman (1995, p. 574), “legitimacy is a generalized perception or
assumption that the actions of an entity are desirable, proper or appropriate within some socially constructed
system of norms, values, belief and definitions”. When the organization fails to act and report voluntarily, this
might lead to a legitimacy gap. This is the gap indicating a discrepancy between an organisation’s actions and
what the society expects of it.
In essence, the pursuit of profit should not be at the expense of society. It should incorporate people’s
welfare and care for the environment. Every corporate entity should rightly bear the cost of its activities just as it
enjoys the benefits of success. They should mandatorily contribute to the restoration of the environment in the
interest of present and future generation. This is the focus of sustainability which is defined as “development
which meets the needs of the present without compromising the ability of future generation to meet their own
needs” (Brundtland, 1987, p.43)
In conclusion, the point should be made, from the above theoretical review, that the current financial
reporting architecture in Nigeria does not make the preparation and presentation of some non-financial
information (e.g., environmental and sustainability reports) to be mandatorily included in annual stewardship
reports notwithstanding the fact that they depend on the environment for their resources. Stakeholders in the
environment can react negatively as witnessed in Nigeria’s Niger Delta. Accordingly, the non-mandatory
inclusion of non-financial information in financial statements in Nigeria, may significantly impair the attribute
of relevance as one of the fundamental qualitative characteristics of financial statements. As observed by Van
Beest, Braam and Boelens (2009, p.4), financial reporting quality should be perceived as a “broader concept that
not only refers to financial information, but also to disclosures, and other non-financial information useful for
decision making included in the report”. The non-disclosure of non-financial information, which he termed,
non-proprietary information, may actually lead to sub-optimal allocation of resources and decline in the price of
the company’s shares (Dye, 1985).Provision of information should go beyond historical to include scientific
projections for the future and their possible impact on everybody and everything. Entities should produce
business report with all its offerings such that stakeholders are substantially satisfied.

4.0 Methodology
This study was carried out with primary data obtained through survey design that was tested for
reliability and content validity. The population for the study was made up of professional accountants who are
the experts trained to prepare financial statements as well as provide assurance and financial advisory services.
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A sample of professional accountants was selected using convenience and purposive sampling techniques. The
study also used secondary information drawn from various publications including journal articles, periodicals,
standard setters’ technical pronouncements, textbooks and pieces of legislations.
The Institute of Chartered Accountants of Nigeria (ICAN) operates a committee system in its
governance structure and each year, members are selected into the various committees, e.g., Strategy
Committee, Technical, Research and Public Policy Committee and Professional Practice Monitoring
Committee. Both the number and membership of such committees change each year based on the policy of the
Institute’s governing Council. During the 2017/2018 Presidential year, the Institute had35Standing Committees
with an average membership strength of 40.
Thus, a sample of two committees was randomly selected from a population of 35 standing committees
of the Institute. These are the 2018 Annual Conference Transition Committee, the Work Group on Conference
Theme and Topics as well as selected ICAN staff (who are all professional accountants) who provide secretarial
support to the two committees. This sample had a total membership strength of 100 professional accountants
comprising fellows and associates members.Prior to its administration, copies of the questionnaire were peer
reviewed by the researcher’s colleagues, who are professional accountants, to test for content and construct
validity. A face to face construct and content validity were also done with an expert in this area.The results
obtained from the administered questionnaire we reanalysed and further validated with ex-post facto information
drawn from various publications including journal articles, periodicals, standard setters’ technical
pronouncements, textbooks, pieces of legislations and published annual reports of some listed entities.
4.1 The Research Instrument
The survey design instrument, the questionnaire, had two parts. The first part contained five questions
which were designed to obtain the respondents’ socio-demographic data on gender, highest academic
qualification, years of post-academic qualification, professional qualification and role in the financial reporting
processes. The second part raised a set of four questions each on the five objectives of the study. There were no
open-ended questions while the Likert-typed Scale of 1-6 (with Strongly Agree being 6 and Strongly Disagree
being 1) was adopted to facilitate responses.
During the meetings of the selected committees, copies of the designed 2-segment questionnaire which
consists of 25 close-ended questions were administered. Out of the 100 copies of the questionnaires
administered, seventy-eight copies were completed and returned by respondents. This is a response rate of 78%.
There were no rejected responses as all were valid and fit for purpose. The various responses were inputted and
analysed with the SPSS.

5.0 Results
This section presents the results of the study
5.1 Socio-Demographics
Although all respondents were professional accountants, their roles in financial reporting vary: 44.9%
were auditors/assurance providers, 15.4% were preparers of financial reports, 35.9% were users of financial
reports, 1.3% were regulators,2.6% were others(see Table 1).The increasing involvement of females in
professional accountancy and financial reporting was underscored by the fact that of the responses received,
28.2% were females while males were 71.8%. In the context of the sample used, some of the professional
accountants had additional qualifications. This explains why 9% (i.e. others, 6.4% and CIBN/CII/CIPM, 2.6%)
was cumulatively reflected in other qualifications whereas, the professional accountants who were either
associates or fellows of various professional accountancy bodies were 90% (39.7% + 51.3%).
Table 1: Data Extracted from SPSS analysis of responses
FREQUENCY PERCENTAGE VALID
PERCENTAGE
MALE
56
71.8
71.8
FEMALE
22
28.2
28.2
TOTAL
78
100.0
100.0
ACA/ACCA/CPA
31
39.7
39.7
FCA/FCCA
40
51.3
51.3
CIBN/CII/CIPM
2
2.6
2.6
OTHERS
5
6.4
6.4
TOTAL
78
100.0
100.0

www.ijlemr.com

CUMULATIVE
PERCENTAGE
71.8
100.0
39.7
91.0
93.6
100

100 | Page

International Journal of Latest Engineering and Management Research (IJLEMR)
ISSN: 2455-4847
www.ijlemr.com || Volume 04 - Issue 02 || February 2019 || PP. 94-108
PREPARERS
AUDITORS/ASSU
RANCE
PROVIDERS
REGULATORS
USERS
OTHERS(e.g.,
teachers)
TOTAL
Source: Field study, 2018

12
35

15.4
44.9

15.4
44.9

15.4
60.3

1
28
2

1.3
35.9
2.6

1.3
35.9
2.6

61.5
97.4
100.0

78

100.0

100.0

5.2 Test of Reliability
The total responses to the 25 questionswere 78. These responseswere tested for reliability and set
against the globally accepted Cronbach’s Alpha. The result obtained, 0.749 when compared to the universal
minimum benchmark of 0.70 for research studies, confirm the reliability of the results.
Table2:Reliability Statistics
Cronbach's
N of Items
Alpha
.749
25
Source: Field study, 2018
5.3 DATA ANALYSIS AND DISCUSSIONOF RESULTS
Objective 1: To determine users’ perception of the information adequacy of IFRS-compliant financial
statements.
Table 3: Users perception of IFRS financial Statements
OBJECTIVE 1
SA
A
PA
PD
D
10
21
2
Proposition 1.1: Generally, IFRS-based 45
Financial Statements assist investors to (57.7) (12.8) (26.9) (2.6)
make investment decisions.
17
13
27
Proposition 1.2: IFRS-based financial 8
statements are designed, in line with the (10.3) (21.8) (16.7) (34.6)
conceptual framework, to meet only the
information needs of financial capital
providers
3
32
28
4
Proposition 1.3: IFRS-based financial 6
(3.8)
(41.0) (35.9) (5.1)
statements do not provide non-financial (7.7)
information
required
by
some
stakeholders.
5
12
1
Proposition
1.4:
Non-Financial 60
(15.4) (1.3)
information are as relevant as financial (76.9) (6.4)
information in stakeholders’ decision
making processes.
Source: Field Study, 2018

SD

MEAN
5.26

Std. D
.946

13
(16.7)

3.58

1.525

5
(6.4)

3.46

1.136

5.59

.797

The purpose of this objective was to determine the users’ perception of the information adequacy of the
IFRS-compliant financial statements which are currently in use in Nigeria. In Table 3, the mean values indicate,
on the average, the perception of respondents on each of the propositions. With a mean score of 5.6 on
proposition 1.1, the 57.7% of respondents strongly agreed that IFRS-based financial statements assist investors
to make investment decisions. However, the respondents, on the average (3.58 mean score) agreed on
proposition 1.2 that the current financial statements meet only the information needs of financial capital
providers. On a mean score of 3.46 on proposition 1.3, the respondents agreed that IFRS-based financial reports
which are prepared on the basis of IASB’s conceptual framework adopted by FRCN, do not provide nonfinancial information required by some stakeholders. With a mean score of 5.59 on proposition 1.4, 77.0% of
respondents strongly agreed that both financial and non-financial information are relevant to the decision
making processes of stakeholders in Nigeria. In summary, the respondents strongly agreed that IFRS-based
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financial statements meet only the information needs of financial capital providers in spite of the fact that
financial and non-financial information are relevant to stakeholders’ decision making processes.
Objective 2: To determine if the Values created by Capitals, other than financial capital, are reflected in
the IFRS-based Financial Statements.
This objective sought to determine if the values created by capitals, other than financial capital, are
reflected in the IFRS-based financial statements. To achieve this objective four questions were asked.

OBJECTIVE 2

Table 4: Reflection of Values created by all capitals in Financial Statement
SA
A
PA
PD
D
SD

Proposition 2.1: All capitals (i.e.,
financial,
intellectual,
human,
environmental, social and relationship
and
manufactured)
contribute
towards an entity’s value creation
process.
Proposition 2.2: The values created by
other capitals (e.g., intellectual
capital, human capital, environmental
capital) are not reflected in
accounting numbers in financial
statements.
Proposition 2.3: IFRS-based financial
statements are designed to show the
impact of the board’s decisions on the
financial capital entrusted to them for
management.
Proposition 2.4: Without including
non-financial information in financial
statements, the information needs of
Nigerian stakeholders will not be
satisfied.
Source: Field Study, 2018

52
(66.7)

9
(11.5)

15
(19.2)

2
(2.6)

22
(28.2)

11
(14.1)

28
(35.9)

4
(5.1)

9
(11.5)

24
(30.8)

14
(17.9)

24
(30.8)

10
(12.8)

6
(7.7)

3
(3.8)

2
(2.6)

4
(5.1)

14
(17.9)

16
(20.5)

4
(5.1)

39
(50.0)

MEAN

Std. D

5.42

.890

4.27

1.483

4.51

1.266

4.99

1.324

On proposition 2.1 and a mean score of 5.42 as indicated in Table 4, respondents strongly agreed that
all the six capitals add to the value created by corporate entities over time. On proposition 2.2 and a mean score
of 4.27, respondents agreed that such values were not reflected in the financial statements of such entities. On
proposition 2.3 and a mean score of 4.51, most respondents strongly agreed the subsisting IFRS financial
statements are designed to show the impact of the board’s decisions on the financial capital entrusted to them for
management by their principals, the shareholders. This is in tandem with the thrust of the shareholders’ theory.
On proposition 2.4, respondents disagreed with the view that the non-inclusion of non-financial information in
financial statements implies that the information needs of stakeholders in Nigeria will not be satisfied. As noted
above, some non-financial information (e.g., CSR and Corporate Governance reports) are produced in separate
documents, independent of the financial statements, which the stakeholders can access. Given that 35.9% of the
entire respondents are users of financial statements and 11.5%(i.e., 3.8+2.6+5.1) agreed that the information
needs of stakeholders are not met, it is reasonable to surmise that there exists a material expectation gap in the
provision of information by corporate entities to their stakeholders in Nigeria.
Objective 3: To determine if the preparation of corporate social responsibility report should be made
compulsory for all listed companies in Nigeria
The objective was to determine if the preparation of corporate social responsibility report by corporate entities
should be mandatory. Disclosure of CSR is currently voluntary.
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Table 5: Mandatory Preparation of CSR Report by listed entities
OBJECTIVE 3
SA
A
PA
PD
D
SD
9
4
31
32
Proposition 3.1: The preparation and 2
(11.5) (5.1)
(39.7)
(41.0)
presentation of corporate social (2.6)
responsibility report should not be
made compulsory for listed entities.
7
12
14
22
16
Proposition 3.2: IFRS-based financial 7
(9.0)
(15.4) (17.9) (28.2) (20.5)
statements
do
not
provide (9.0)
information on the impact of a
company’s
activities
on
the
environment and other capitals.
19
19
10
11
6
Proposition 3.3: Only successful 13
companies engage in and voluntarily (16.7) (24.4) (24.4) (12.8) (14.1) (7.7)
disclose their corporate social
responsibility activities.
33
13
13
1
5
Proposition 3.4: Entities that produce 13
(6.4)
IFRS-compliant financial statements (16.7) (42.3) (16.7) (16.7) (1.3)
include only disclosures that are
mandatory.
Source: Field Study, 2018

MEAN
2.54

Std. D
1.483

4.09

1.564

3.94

1.523

4.37

1.330

As indicated in Table 5, the mean score of 2.54 in proposition 3.1 reflects that respondents disagreed
with the proposition that CSR should not be made compulsory. From the responses received a total of 63 (i.e.,
PD=31, SD=32) respondents share this view. In other words, they strongly agreed to the proposition that the
preparation of CSR report should be compulsory for listed entities.To reinforce this reasoning and a mean score
of 4.09, most respondents agreed to proposition 3.2 that IFRS-based financials do not provide information on
the impact of a company’s activities on the environment. On the average and a mean score of 3.94, the
respondents agreed to proposition 3.3 that only successful companies voluntarily disclose their CSR activities in
their financial statements. On proposition 3.4, respondents agreed, with a mean score 4.37, that entities which
produce IFRS compliant financial statements only include mandatory disclosures. Based on these responses, it
can be surmised that respondents strongly agreed that CSR disclosure should be made compulsory in annual
reports of listed entities.
Objective 4: To determine if the preparation of sustainability report should be made mandatory for all
listed companies in Nigeria.
This objective sought to find out from respondents if the preparation of sustainability reports should be made
mandatory in Nigeria. In South Africa and Britain, this is a mandatory requirement.
Table 6: Mandatory Preparation of Sustainability Report by listed entities.
OBJECTIVE 4
SA
A
PA
PD
D
SD
6
19
2
Proposition 4.1: Sustainability issues are 51
(24.4)
(2.6)
integral part of business planning, risk (65.4) (7.7)
management and survival strategies for
listed entities
7
32
9
3
2
Proposition 4.2: An entity involved in 25
(41.0) (11.5) (3.8) (2.6)
corporate social responsibility activities (32.1) (9.0)
does not need to adopt Sustainability
Approach to business.
9
26
2
2
Proposition 4.3: Sustainability reporting 39
(2.6)
will make corporate entities to take full (50.0) (11.5) (33.3) (2.6)
responsibilities for their externalities and
also care for other capitals
16
21
1
Proposition 4.4: Sustainability reporting 40
will encourage more stakeholders’ (51.3) (20.5) (26.9) (1.3)
engagement,
enhance
the
entity’s
legitimacy
and
better
financial
performance
Source: Field Study, 2018
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MEAN
5.31

Std. D
1.108

2.54

1.296

5.01

1.168

5.22

.892
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On proposition 4.1 as indicated in Table 6, most respondents strongly agreed that sustainability issues are
integral part of business planning, risk management and survival strategies. On proposition 4.2, respondents on
the average and a mean score 2.54 partially agreed that once an entity is involved in CSR activities, it should no
longer adopt a sustainability approach to business. However, on a mean score of 5.01 in proposition 4.3, 61.5%
(50.0+ 11.5) of respondents strongly agreed that the adoption of a sustainability approach would make corporate
entities to take full responsibilities for their externalities and also care for other capitals. On proposition 4.4,
most respondents agreed that sustainability will promote greater stakeholders engagement and also enhance the
legitimacy and financial performance of entities involved in it. This agrees with the literature (Bhasin, 2017;
Fauzi, 2014 & Owolabi, 2009).
In summary, there is no contradiction in the responses. An entity that strategically caters to the environment
through various CSR activities is unwittingly engaged in sustainability approach to business. After all, the focus
of both initiatives is to build legitimacy and goodwill such that the entity continues in business in the short,
medium and long terms. However, cosmetic CSR will not achieve sustainability of the entity.
Objective 5: To determine if the preparation of integrated reports should be made mandatory for all
listed entities in Nigeria
This objective sought to establish whether integrated report should be made mandatory in Nigeria as it
is in South Africa since it contains both financial and non-financial information desired by stakeholders in the
country.
Table 7: Mandatory Preparation of Integrated Reports by listed entities
OBJECTIVE 5
SA
A
PA
PD
D
SD
13
22
1
Proposition 1: The Integrated Reporting 42
(16.7)
(28.2)
(1.3)
Framework provides financial and non- (53.8)
financial information required by
Nigerian stakeholders
15
15
1
Proposition 2: There is need for boards 47
(19.2)
(19.2)
(1.3)
of directors to continuously think of the (60.3)
big picture (integrated thinking) when
selecting their organisations’ business
model.
10
16
Proposition 3: Since it is all-inclusive, 52
(12.8)
(20.5)
Integrated reports will promote greater (66.7)
confidence in accounting numbers,
reassure stakeholders and reduce cost of
capital
9
21
1
Proposition 4: Integrated report will 47
(11.5)
(26.9) (1.3)
satisfy the fundamental qualitative (60.3)
characteristics of relevance and faithful
representation.
Source: Field Study, 2018

MEAN
5.22

Std. D
.949

5.37

.884

5.46

.817

5.31

.916

From Table 7, the mean values indicate the opinions of respondents on the 4 propositions on the
average. Since the mean values to the 4 propositions are above 5, it shows that the respondents strongly agreed
with the various propositions. In summary, we can conclude that integrated report will meet the financial and
non-financial needs of Nigeria stakeholders. It will also encourage board members to continually think of the
big picture if they are desirous of creating value in the short, medium and long term. Therefore, the mandatory
adoption of an all-inclusive integrated report will enhance stakeholders’ confidence in accounting numbers in
financial statements as well as positively impact the cost of capital and financial performance. If this happens,
the information needs of stakeholders in Nigeria beyond financial performance will be satisfied.
Limitation of Study
The administration of questionnaires is often a problem in our environment where people are reluctant
to complete the survey instrument for research purpose due in part to lack of motivation (Adamu, Sabi & Bawa,
2014) and also because of the cognitive burden it puts on them(Bowling, 2005; Lee, 2009).To address this
challenge, its questions were close-ended and simple for respondents to answer.
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Summary, Conclusion and Recommendations
The main objective of this study was to determine how to meet the information needs of Nigeria
stakeholders beyond financial performance by making it mandatory for listed entities to adopt integrated
reporting as the reporting framework. Integrated Report was defined as an all-inclusive stewardship report
which embodies both financial and non-financial information required by stakeholders in Nigeria. Based on a
survey design the perception of stakeholders, particularly professional accountants who play different roles in
the financial reporting processes, was sought. The responses from77% of the respondents (see proposition 1.4 of
Table 3) affirm that financial and non-financial information are both important in the decision making process
of stakeholders. They also agreed as indicated propositions 2.2-2.4 in Table 4, that the current IFRS-based
financial statements provide only financial information required by providers of financial capital implying that
they do not satisfy the fundamental qualitative characteristic of relevance. In their opinion, the values created by
other factors, although invaluable, are not reflected in the current financial statements.
For instance, many corporate entities have priceless intangible assets through which they create value
but these assets are not captured in their statement of financial position. Management skills, intellectual
property, good reputation built over the years by generations of employees and customers, etc., are invaluable.
They count and influence investment and other decisions but are not catered for by the current framework of
financial reporting. In view of this, the subsisting business model needs to be re-engineered to meet the
expectations of all stakeholders.
As indicated in Table 6 and proposition 4.4, 71.8% of the respondents (i.e., 51.3+ 20.5)strongly agreed,
as established by literature, that organisations that practice sustainability reporting will encourage more
stakeholders’ engagement and voluntary disclosure of non-financial information. They will also leverage the
associated benefits of improved public perception and goodwill, enhanced legitimacy, reduced cost of capital
and improved financial performance. The study also observed that some organisations voluntarily prepare some
form of non-financial information reports as part of the strategy to fill the information expectation gap between
them and their stakeholders. Given this situation, the respondents agreed that these reports should be
consolidated into one document both to address the dearth of non-financial information and also fulfil the
attributes of relevance and faithful representation.
The study therefore recommends that the regulators and standard setters should commence a process
that will lead to the adoption of Integrated Reporting as the new framework for corporate reporting in Nigeria as
it is done in South Africa. The society will be the better for it as it encompasses new business model that focuses
on value creation in the short, medium and long run. It will persuade and indeed, make it mandatory for
corporate entities to take full responsibilities for the externalities they create during production processes.
Except the environment is saved in this manner through total absorption of externalities and adoption of
sustainability initiatives and reporting, future generations may be deprived of their fair share of natural
endowments. This is the thrust of sustainable development which focuses on people, the society and the
environment.
The recommended processes should include regulatory changes, investment in institutional and human
capacity building in preparation for the impending change. The professional accountancy bodies need to also
review their training curricula as well as organize continuing professional education training programme on
Integrated Reporting for existing members. Lastly, a lot of sensitization needs to be done by regulators and the
Stock Exchange for all stakeholders. It is no longer a question of whether IFRS will be absorbed by integrated
reporting, but when.
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